The literature on trade facilitation has mostly focused on implications for trade volumes. However, recent theoretical contributions have emphasized that trade costs -such as transaction costs related to cross-border trade procedures -affect both the traded volumes of "old" goods (the intensive margin) and the range of traded goods (the extensive margin). This paper therefore tests whether trade facilitation affects the extensive margin by counting the number of 8-digit products that are exported from developing to EU countries, and using this as the dependent variable in an estimation. Moreover, it also tests whether the extensive margins in differentiated and homogeneous goods are affected in the same way by transaction costs. Estimation results suggest that if export transaction costs -proxied by the number of days needed to export a good -declined by 1 per cent, the number of exported differentiated and homogeneous products would rise by 0.7 and 0.4 per cent respectively. Policy simulations further illustrate that if all countries were as efficient at the border as the most efficient country at the same level of development, the number of exported differentiated and homogeneous products would increase by 64 and 29 per cent respectively.
Introduction
While establishing that trade facilitation -the issue of cutting red tape at the border -is one of the most interesting and promising current trade policy topics, the existing literature has focused almost exclusively on estimating the extent to which reform of trade procedures would affect aggregated trade volumes. However, although most scholars agree that trade facilitation has a strong potential for increasing trade volumes, little is known about how, i.e. through which mechanisms, trade facilitation affects trade. With reference to the growing theoretical literature on heterogeneous firm trade theory, does trade facilitation simply increase the traded volumes of "old" goods (an effect at the intensive margin) or does it increase the range of traded goods (an effect at the extensive margin)? Further, are all products similarly affected, or does trade in certain types of products stand to benefit more?
Answering these questions is arguably important. First, from a policy perspective, it is useful to establish whether trade facilitation increases trade primarily through the extensive or the intensive margin. If trade grows at the extensive margin, this may be interpreted as export diversification, which in turn has been both theoretically and empirically linked with economic growth (for an overview of studies and a discussion of the theoretical links, see e.g. Herzer and Nowak-Lehmann 2006) . Further, the type of good that a country diversifies into is not in itself irrelevant: if trade facilitation promotes exports of differentiated products rather than homogeneous goods, this would generally be seen as a desirable outcome in terms of the development process.
Additional justification for the importance of studying the effects of trade facilitation at the extensive margin, and for allowing different types of goods in the analysis, can be found in recent theoretical developments. In an extension to the heterogeneous firm trade literature, Chaney (2008) derives a model where the extensive and intensive margins' sensitivities to trade barriers depend on the elasticity of substitution, so the extensive margin for differentiated goods is e.g. predicted to be more sensitive to trade barriers than if goods were more homogeneous, while the opposite holds for the intensive margin. In other words, in order to fully understand how trade will react to changes in trade barriers resulting from trade facilitation, it may be necessary to simultaneously take into account both the decomposition of trade into its margins and the degree of differentiation of the traded goods.
At present, the trade facilitation literature contains only limited evidence concerning these matters: Dennis and Shepherd (2007) show that export costs at the border have an effect on the number of goods being exported, and Sadikov (2007) , as well as Martínez-Zarzoso and Márquez-Ramos (2008) , find evidence that trade facilitation has a stronger impact on the traded volumes of differentiated goods. Hence, the two issues have been examined separately.
However, as illustrated by the theoretical model in Chaney (2008) , to get a good picture of how trade policy changes would affect total trade, it is probably necessary to both decompose trade into extensive and intensive margins and allow various types of products in the analysis.
Focusing on the potential of trade facilitation for North-South trade, this paper therefore asks whether the extensive margins of trade in differentiated and homogeneous goods are affected in the same way by trade transaction costs related to cumbersome crossborder trade procedures. This is done by counting the number of 8-digit products that are exported from developing to EU countries, and then using this number as the dependent variable in an estimation, allowing separate effects for differentiated and homogeneous goods.
Trade transaction costs are proxied by the number of days needed to export a good, using data from the World Bank Doing Business Database.
Our empirical findings suggest that countries with large export transaction costs, all else equal, will tend to export fewer goods. The results further indicate that both the number of exported differentiated and the number of exported homogeneous goods are significantly negatively affected by inefficient cross-border trade procedures, but also that the negative effect is stronger for differentiated goods. These results are consistent with the theoretical predictions from Chaney (2008) .
The remainder of the paper starts with an outline of a suitable theoretical framework for analyzing the mechanisms through which trade facilitation affects trade. The issue of trade facilitation is then discussed, including how to define and measure it. Thereafter, there is an empirical section, outlining the empirical strategy and presenting estimation results and policy simulations. The last section of the paper summarizes the main results and offers some concluding remarks.
Theoretical Framework
A natural theoretical setting for linking inefficient cross-border trade procedures to the extensive margin of trade is the emerging literature on heterogeneous firm trade theory, with Melitz (2003) being a seminal contribution. We focus on one interesting extension to this model, Chaney (2008) , which allows for many asymmetric countries separated by asymmetric trade barriers. Basically, it is a model of monopolistic competition, but unlike representative firm models such as Krugman (1980) , firms are not identical, but differ in the level of productivity, and, in addition, there is a fixed cost of entering the export market.
Referring to Chaney (2008) for a more detailed description, the intuition behind the model is that firms vary by productivity, and because of the existence of fixed and variable costs of exporting, only more productive firms will find it profitable to export. The profitability of exports varies according to destination, so it is more profitable to export to markets with, for example, high demand, low variable trade costs and low fixed costs. For every export destination i, there is a threshold level of productivity that yields zero profits from exports for firms in country j. All firms in j with a higher productivity than this will have positive profits from exporting to i. Therefore, only a subset of domestic firms will be exporters, but this subset varies with the characteristics of the foreign market.
Defining the intensive margin as exports per existing exporter and the extensive margin as the set of exporting firms, a reduction in variable trade costs will affect both margins positively, by making each existing exporter export more and increasing the number of exporters, since the threshold productivity level will drop. On the other hand, a reduction in fixed trade costs will not affect the intensive margin (the existing exporters have already paid this cost), but will induce new firms to enter the export market. In other words, it will have a positive effect on the extensive margin. Chaney (2008) shows in his model that the extensive and intensive margins' sensitivity to trade barriers is affected in opposite directions by the elasticity of substitution. A high elasticity of substitution (homogeneous goods) implies that the intensive margin is fairly sensitive to changes in trade barriers, while the extensive margin is not. As goods become more differentiated (i.e. as the elasticity of substitution decreases), the extensive margin will become more sensitive to trade barriers, whereas the intensive margin will become less sensitive. Thus, a theoretical prediction would be that the effects of trade transaction costs on the extensive margin will be larger in absolute terms for differentiated goods than for homogeneous goods.
Trade Facilitation

Background
Loosely speaking, trade facilitation is about making it easier for traders to move goods across borders by making cumbersome cross-border trade procedures more efficient. The Doha Ministerial Declaration (WTO 2001), for instance, formally refers to trade facilitation as "expediting the movement, release and clearance of goods, including goods in transit".
Inefficient trade procedures constitute costs to traders in several ways, and it may be helpful to think of these costs in terms of being sunk, fixed or variable. Before being able to enter any export market, a potential trader must acquire knowledge about the necessary trade procedures. The more complex these are, the higher the cost for the trader. A firm only has to pay this cost once (unless procedures change), so this may be seen as a one-time sunk cost of entering the market. However, each time that goods are to be sent across the border, all the relevant procedures must be complied with, so even though the firm has paid the sunk market entry cost and knows what to do, it still has to take the time and effort to fill out all relevant forms, collect the required stamps etc. The magnitude of these compliance costs will generally not depend on the volume of the shipment, so they may be characterized as fixed, but they will have to be paid each time goods are shipped. Obviously, the more complicated and extensive the rules, the higher the costs of complying with them. 
Previous Research
So far, the research that has been done to assess the trade effects of trade facilitation has focused on the implications for aggregated trade volumes. All in the gravity tradition, but using various ways to define and measure trade facilitation and to estimate its results, Wilson et al. (2003; , Soloaga et al. (2006) , Djankov et al. (2006) , Persson (2008) , Lee and Park (2007) , Nordås et al. (2006) and Iwanow and Kirkpatrick (2007) all tend to find significant effects on trade volumes. However, so far, there is only a very limited amount of research that deals with the effects of trade facilitation on trade decomposed into extensive and intensive margins or for different types of goods. Dennis and Shepherd (2007) Database, which measure the costs and time involved in exporting and importing, they conclude that export volumes of homogeneous and reference-priced goods are less timesensitive than export volumes of differentiated goods.
Data and Sample
To measure the costs relevant for trade facilitation, we use the number of days needed to export a standardized good as a proxy. Table 1 shows some descriptive statistics for developing countries. The average time needed to export a good for all developing countries is 34 days, but it actually varies from as low as 9 days in Panama up to a maximum of 102 days in Iraq. For a list of the included countries, as well as data sources and definitions for the other variables, see Tables 5 and 6 in the Appendix. 3 The hypothetical trading firm that is a private limited liability company, fully domestically owned with a minimum of 100 employees, is located in the country's most populous city but does not operate within an export processing zone (EPZ) or an industrial estate with special export or import privileges, and exports more than 10 per cent of its sales to international markets. The good is assumed to be non-hazardous, not to include any military arms or equipment, not to require refrigeration or any special environment, nor any special phytosanitary or environmental safety standards, and to be shipped in a dry-cargo, 20-foot, full container load. Trade is assumed to take place by ocean transportation through the closest or main port to the most populous city (the port may be located in another city or country). All procedures from the conclusion of a sales contract until the good leaves the port of exit are included. The database contains data on all documents required for export; the number of days needed, and the official fees levied on the container. For more specifics, see World Bank (2007a), or Djankov et al. (2006) . and importing). Popular as it may be, it should be acknowledged that the data is by no means ideal. The arguably most important problem is that there is (in practice) no real time series variation, implying that the researcher must instead rely on the cross-sectional variation between countries. Econometrically, this makes controlling for unobserved heterogeneity much more difficult, and, obviously, it also makes it a lot harder to draw conclusions on causality rather than correlation. Further, the data does not differentiate between products, between different destination or origin countries or between large and small firms. These issues all pose problems for the empirical analysis, but it should be emphasized that no other available data is better on these accounts, and also tend to have poorer geographical coverage.
We therefore choose to use this data as an indicator of the fixed and variable costs associated with exporting, while acknowledging that repeating the analysis with improved data in the future will be useful.
It should lastly be noted that, while using the other Doing Business variables for a robustness check, we consider the time variable to be the best way to capture trade transaction costs. The existence of sizeable direct costs for exporting or the need to collect many signatures or fill out many documents is primarily related to the fixed costs of exporting.
Long time delays, on the other hand, can be caused by for example the need to collect many signatures, and will therefore capture fixed costs, but delays will, as discussed above, also capture variable costs of exporting. Therefore, the time variable is a much broader indicator, and should be a good proxy for the general effectiveness of cross-border trade procedures, which is what we want to capture.
Empirical Analysis
The extensive margin has received an increasing amount of attention in empirical research over the last the few years. Various methodologies and types of underlying trade data have been used to measure and draw conclusions about the extensive margin, but interestingly, irrespective of what kind of dependent variable is being used, most papers employ a set of explanatory variables that by and large can be said to belong to the gravity tradition. 5
This paper follows, among others, Dennis and Shepherd (2007) and measures the extensive margin by counting the number of products that a country exports. This measure is simple and intuitive, and it corresponds fairly well with the theoretical concepts. It would clearly be an advantage to use variations over time, or product-specific firm-level data.
However, there is in practice no such data available on the effectiveness of cross-border trade procedures. Hence, to be able to say something about how these procedures affect the extensive margins of trade, it is necessary to exploit the cross-sectional variation between countries.
As the basis for counting the number of exported products, we use data from Eurostat (2007) Table 2 suggests some interesting patterns regarding developing countries' trade with the EU.
Descriptive Statistics
Trade data at the 8-digit product level is very detailed, and still the mean number of products exported in any given bilateral pair is surprisingly low for all income groups: the highest number is 259 products on average for lower middle-income countries. However, looking at the maximum number of products that are exported bilaterally, there is also evidently a great deal of variation. For instance, China exports 5449 products to the United Kingdom, but, at the same time, there is actually no bilateral trade at all for quite a few pairs of countries. Note: Author's calculations using data from Eurostat (2007) . Note that only developing countries' exports to the EU are included: due to the definition of a developing country (GSP eligible), this will include some high income countries. The first two columns show the number of 8-digit products that are exported per bilateral pair. Unique products refers to the number of products that a developing country exports to any EU country. The last three columns show the number of EU markets the country exports to.
Looking at unique products as well, i.e. the number of individual products that countries export to at least one EU country, the averages are a lot higher than the bilateral measures for all income groups. The average for all developing countries is 871 products, to be compared with 181 for any given bilateral pair. This suggests that while many countries have some exports to most EU countries (the average developing country exports to 20 EU markets), most of this trade takes place with only a few main trading partners, while the number of products exported to the rest is much lower.
As shown in Table 3 , for all country groups, the majority of all exports is in Note: Author's calculations using data on EU import flows from Eurostat (2007) . For the types of products respectively, and for various country groups, figures show the average number of products (extensive margin: EM) being exported bilaterally, as well as the shares of the bilateral import value and numbers of products that can be attributed to the various types of goods. Note that only non-zero trade is used for these calculations.
Estimation
The extensive margin is empirically measured by counting the number of exported products 
where x is a 1 K × vector of explanatory variables to be described below, and the vector β is 1 K × .
The choice of explanatory variables to include in xβ resembles that made in the rest of the literature on the extensive margin.
(2) For future reference, we will refer to this as Model I. The vector of variables explaining the extensive margin of exports to importing EU country i from the exporting developing country j of product type s includes first and foremost the level of export transaction costs related to the efficiency of the cross-border trade procedures in the exporting country. This is labelled TF j . We use the number of days needed to export a good across the border as a proxy for export transaction costs. Besides these costs related to cross-border trade procedures, the distance d ij between the two countries' capitals is included as a proxy for variable transportation costs. Further, we include indicator variables for sharing a common border, border ij , the same language, lang ij , or a joint colonial history, colony ij . These are variables that influence the ease with which new trading relationships can be created, so with reference to the theoretical model they primarily affect the level of fixed costs. We also control for whether the exporter is landlocked (landl j ), a geographical factor known to increase transportation costs. The model includes the exporting country's GDP (Y j ) and population (P j ) to control for supply capacity. 8
The model includes a dummy variable, diff s , equal to one if the observation refers to the number of differentiated goods, and zero otherwise. Since the dependent variable is the number of exported homogeneous and differentiated products, this is important because there are many more differentiated than homogeneous products. Lastly, because the paper focuses on export activities, we have chosen not to include importer characteristics such as the level of trade transaction costs in the importing country. Instead, the model includes importer fixed effects,
As a further control for the level of development and supply side conditions, there is a dummy (LDC j ) controlling for whether the exporter is a least developed country, and we control for the average tariff country j exporters face when exporting to country i, tariff ij , and for the exporting country's level of remoteness (remote ij ).
i µ , which control for all observable and unobserved importer specific heterogeneity (including trade transaction costs, GDP etc). 9
The model above can be used to measure the average effect of trade transaction costs.
However, the main innovation of the paper is to measure these effects separately for homogeneous and differentiated goods, so the model has to be augmented somewhat to be able to do this. Defining the vector z to consist of all explanatory variables except the ones measuring the trade transaction costs, Model II is given by Imbs and Wacziarg (2003) have illustrated that diversification follows a U-shaped pattern, where countries first diversify when income per capita levels rise, but then start to specialize again at a later stage in the development process. Cadot et al. (2007) find the same pattern concerning export diversification. Concerning this, note that the inclusion of GDP and population means that we are de facto controlling for income per capita. 9 Including country-specific exporter effects is appealing, but they would capture everything that only varies by exporter, i.e. one could not measure the effect of cumbersome cross-border trade procedures separately. See Table  5 in the Appendix for all variable definitions and data sources.
Empirical Results
The results of a Poisson estimation of Models I and II are presented in the first two columns of Table 7 in the Appendix. In Model I, all the observations are pooled together. The estimation shows that, all else equal, countries with high export transaction costs, i.e. countries with long border delays, will export significantly fewer products. The coefficient can be interpreted as an elasticity, so decreasing border delays by 1 per cent will increase the number of exported products by about 0.61 per cent. This corresponds fairly well with the findings in Dennis and Shepherd (2007) . These authors, while using a slightly different setup -for instance they use a different measure for trade transaction costs: the official costs of exporting 10
In Model II, the specification has been made less restrictive by allowing homogeneous and differentiated goods to have different coefficients. This leads to some interesting results. First, as expected, differentiated and homogeneous goods both have negative and highly significant coefficients for trade transaction costs. In other words, all else equal, countries with inefficient border procedures tend to export fewer differentiated and homogeneous goods. Second, the coefficient for differentiated products is significantly more negative than the corresponding coefficient for homogeneous goods. This suggests that, just as predicted by the theoretical model, differentiated goods are more sensitive to these kinds of barriers, and countries with long border delays will particularly tend to export fewer differentiated products. Thus, although one must be careful not to draw too strong causal conclusions given that there is only cross-sectional evidence at hand, the results are certainly consistent with the theoretical predictions in Chaney (2008) .
-find an elasticity of -0.32.
It may also be interesting to say a few words about the other explanatory variables.
Distance, proxying for variable transport costs, has the expected negative and significant coefficient. Sharing a border, or having a joint colonial history both have a significantly positive effect on the extensive margin. This is as expected, since these are factors that influence the ease with which new trading relationships are created. More surprisingly, however, there is no evidence that two countries sharing the same language will trade a larger number of products: the coefficient is insignificant. The coefficient for landlockedness is significant and negative, while the coefficients for GDP and population are significant and positive. The dummy controlling for whether the exporter is an LDC or not also has a significant and negative coefficient. Lastly, the EU tariff level has a positive and significant coefficient, which is not what one would expect, and the variable measuring remoteness is insignificant.
Policy Simulations
From a policy perspective, the issue of the relationship between inefficient border procedures and the extensive margin boils down to the question: "How many more products would a country export if it were to engage in trade facilitation reform?". Given the sort of data that is available at present -cross-sectional data that only rather crudely proxies the efficiency of cross-border trade procedures, and that prevents the use of estimation methods where one could more properly control for unobserved heterogeneity across exporting countries -one should be very cautious when interpreting the estimation results as causal relationships.
Therefore, using the estimated parameters to simulate what the effects would be of reducing border delays can at best only be seen as an illustrative exercise. However, it does offer an
intuitive understanding of what the data and estimation results might actually be telling us, so remembering that the figures should not be taken too literally, we have considered two reform scenarios. Note: Scenario 1 represents a uniform reduction of border delays by five days for all countries. Scenario 2 represents reform such that all countries reach the same level of border delays as the country within the income group that has the lowest level of delays, i.e. the country with best practice. Per cent is the percentage change in the number of products exported bilaterally. Products is the change in the number of products exported bilaterally. Exp.Relation (export relationships) multiplies the average change in the number of exported products by the number of markets that the exporter serves.
In the first scenario, there is a uniform reduction of border delays by five days for all countries. For most countries, this corresponds to a fairly realistic reform. As shown in Table   4 , all else equal, this can be expected to increase the number of exported differentiated products by an average of 15 per cent, with income group averages ranging from 10 to 25 per cent. The number of exported homogeneous products would increase by 5 to 13 per cent.
Translated into actual products, this means that a typical developing country would export an extra 38 differentiated or 5 homogeneous products in any given bilateral trade relationship.
Since most developing countries export to many EU countries, as illustrated in the column Exp.Relation, if this number is multiplied by the number of EU markets that an export country serves, this scenario would on average lead to an additional 934 export relationships in differentiated goods for every exporter, or 106 new export relationships in homogeneous goods (where an export relationship is defined as one product that is exported to one market).
Note that these are actually conservative estimates of the number of new export relationships, since trade facilitation may also make it possible for countries to export to new markets.
In Scenario 2, through trade facilitation, all countries reach the same level of border delays as the country with the lowest level of delays within their own income group. Of course, unlike Scenario 1, this is not a realistic outcome. However, since it takes as its point of reference the level of border delays that the most ambitious countries at various income levels have actually achieved, it offers a sort of "best case" scenario, and illustrates what could reasonably be gained if countries made trade facilitation their priority. The changes needed in an individual country will depend on its initial level of delays, so those that currently have the largest problems will be expected to change the most, while the countries with best practice are assumed to temporarily have exhausted their reform possibilities.
In this "best case" scenario, the number of exported differentiated products would on average increase by 64 per cent, while the number of homogeneous products would increase 
Robustness
The results have been submitted to a number of robustness checks. As shown in Table 7 in the Appendix, we estimate the model using alternative estimation methods. The most common alternative to the Poisson model is the Negative Binomial model, which is less restrictive, since it does not assume that the mean equals the variance. We also employ zero-inflated
Poisson and zero-inflated Negative Binomial models, where non-zero and zero outcomes have different probability models (see Greene 2008) . Further, long border delays could be the result of large trade flows, which in turn could result indirectly from many exported products.
To investigate whether such endogeneity influences the results, we estimate the model using a
Poisson GMM estimator which allows endogenous variables to be instrumented by excluded 15 variables -see Mullahy (1997) and Nichols (2007) . The official costs of exporting and the number of documents required, both variables originating from the Doing Business Database, are used as instruments for trade transaction costs. Moreover, since it is not possible to explicitly control for unobserved exporter heterogeneity by fixed effects in the baseline specification, as an alternative, we try estimating a Poisson model with exporter random effects. We also, lastly, estimate the model with a simple OLS regression. Reassuringly, in all cases, but one, the conclusions remain the same. The only exception is that while both differentiated and homogeneous products consistently have negative coefficients (and the former coefficient always is larger in absolute terms), in the Poisson estimation with exporter random effects, the coefficient is only significant for differentiated goods.
Having established that the results are generally robust to several other estimation methods, we also check whether different samples or the inclusion of additional covariates makes a difference. Estimation results are displayed in Table 8 . First, to see whether bilateral trade relationships that involve very few or no products influence the results, we exclude in three steps all observations where the number of exported products is zero or less than ten or less than 50. Second, we add an index over how well corruption is perceived to be controlled (a factor clearly related to the subject of efficient cross-border trade procedures); a control for the cost of entering the domestic market (following Dennis and Shepherd 2007) ; and the share of agriculture in GDP or the revealed comparative advantage (RCA) for the agricultural or mining industries as controls for comparative advantage. The coefficients for both types of goods are remarkably stable, and always significantly negative.
Lastly, we allow different coefficients for low-and middle/high-income exporters.
Interestingly, as can be seen in Table 8 , we again find the negative coefficients of a similar magnitude for both types of goods, but the low-income exporters seem to experience even larger negative effects than middle/high income developing countries. So, to summarize, the result are robust to several alternative estimation methods, different samples of trade and exporting countries and the inclusion of additional control variables.
Summary and Conclusions
Focusing on the potential of trade facilitation for North-South trade, this paper investigates whether the extensive margins of trade in differentiated and homogeneous goods are affected in the same way by trade transaction costs related to cumbersome cross-border trade procedures. This is done by counting the number of 8-digit products that are exported from developing to EU countries, and then using this number as the dependent variable in an estimation, allowing separate effects for differentiated and homogeneous goods. Trade transaction costs are proxied by the number of days needed to export a good, using data from the World Bank Doing Business Database. The theoretical model in Chaney (2008) is used to derive the hypothesis that while the extensive margin for both differentiated and homogeneous goods will be negatively affected by cumbersome cross-border trade procedures, the negative effect should be stronger for differentiated goods.
Our empirical findings suggest that countries with large export transaction costs, all else equal, will tend to export fewer goods. Hence, while again emphasizing the caution against drawing too strong conclusions from purely cross-sectional evidence, results do indicate that even a "realistic" reform scenario would have positive effects on the extensive margin, implying that developing countries' exports would become more diversified. In a "best case" scenario, which is realistic in the sense that it builds on what countries at different levels of development have actually achieved today, but still quite ambitious, reforming countries would achieve a much more diversified export structure.
To conclude, we find evidence that trade facilitation has effects on the extensive margin of trade, and therefore affects the range of goods that can be traded. We also find, however, that this effect is not uniform across products: differentiated products are more sensitive than homogeneous products to this type of trade barrier and would therefore respond more strongly to reform aimed at achieving more efficient trade procedures. Interestingly, not only is the elasticity itself stronger for differentiated goods, but as illustrated by the policy simulations, translated into actual traded products, the results are much larger for differentiated goods.
Hence, a policy oriented interpretation of our results could be that countries with inefficient and bureaucratic border procedures will run the risk of having no choice but to export a small range of products, most of them homogeneous. On the other hand, as highlighted in the policy simulations, countries engaging in reform could expect not only to get a more diversified export by increasing the total number of exported products, but also to have their export consist of differentiated goods to a larger extent, since these are the products that respond strongly to reform. In other words, the earlier discussion of the benefits of trade facilitation, focusing on the magnitude of trade volume increases, may have missed some additional -potentially important -benefits. Exports may not only grow, but also become more diversified, which, it is often argued, has its own benefits for developing countries.
Also, trade facilitation would remove at least one of the obstacles to exporting the sort of differentiated products that many developing countries lack in their exports today. (2007) . See also Bouët et al. (2004) .
Rauch Classification
Dummy variables indicating whether the good is classified as homogeneous or differentiated by Rauch (1999 
RCA
Revealed Comparative Advantage calculated as RCA = (X-M) / (X+M), where X is exports in a given industry, and M is imports. RCA is calculated for agriculture (HS chapters 1-24) and minerals (HS chapters [25] [26] [27] [28] [29] [30] [31] [32] [33] [34] [35] [36] [37] [38] [39] [40] [41] [42] [43] , using aggregate EU trade with the developing country. Remoteness Following Carrère (2006) . Calculated for each exporter j as ( ) country-pair) . Asterisks denote significance at the 1% (***), 5% (**) and 10% (*) levels.
